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STANDARDS AND PRACTICES FOR VALUATION SERVICES
In the last several years, there has been a growing 
demand for and reliance upon professional valua­
tion services by the investment, financial, and gen­
eral business communities. In part, this is due to the 
increase in merger and acquisition activity. It is also 
related to a growing awareness of the benefits of 
such services. In addition to mergers and acquisi­
tions, professional valuation services are needed for 
a wide range of purposes, including taxation, invest­
ment, financing, transaction and deal structuring, 
management information, and litigation.
Historically, valuation services have been pro­
vided exclusively by appraisal firms. The increased 
demand, however, has resulted in many non­
appraisers such as accountants, consultants, busi­
ness brokers, and investment bankers providing 
these services. There is no legal barrier to entry in 
this business. There is a functional barrier, how­
ever—the required mastery of a specialized tech­
nology.
Valuation is a service that is professionally com­
patible with the scope of services offered by public 
accounting firms. Any accounting firm offering 
valuation services, however, should fully under­
stand not only the mechanics of service delivery, but 
also the professional standards and practices of the 
valuation industry.
Standards and practices
CPAs who provide valuation services should be 
aware of several key factors regarding the profes­
sion. First, there is no legal difference between the 
terms valuation and appraisal. These terms are 
essentially synonymous for federal income, gift and 
estate tax, state property tax, and state divorce 
court purposes.
While there is no general Internal Revenue Code 
definition of an appraisal expert, the regulations 
related to Section 170 charitable contributions pre­
sent the IRS definition of a "qualified appraiser.”
"In order to be a qualified appraiser, a person 
must:
□ Hold himself out to the public as an appraiser, 
□ Be qualified to make appraisals of the type of 
property being valued, and
□ Understand that he can be subject to penalties 
for a false or fraudulent overvaluation state­
ment.”
It is reasonable to assume that the Service will 
apply the same definition to valuations performed 
for purposes such as ESOP, gift tax, and estate taxes.
There is a specifically defined and established 
body of knowledge in which anyone practicing 
appraisal science should be well schooled. This 
requires continuing education because appraisal 
science is a rapidly evolving technology. In fact, 
there have been quantum leaps during the last few 
years in the quantitative analysis and analytical 
techniques commonly performed in the profession.
There are numerous encyclopedic treatises on 
appraisal principles and technology. Many major 
universities now offer undergraduate and graduate 
degree programs in valuation science. Certainly, 
anyone practicing in this profession will frequently 
refer to Appraisal Principles and Procedures (written 
by Henry A. Babcock, FASA, and published by the 
American Society of Appraisers). This book codifies
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generally accepted appraisal procedures, princi­
ples, methodology, and terminology.
In addition, anyone performing professional valu­
ation services should be intimately familiar with 
the following American Society of Appraisers pub­
lications which encompass promulgated generally 
accepted appraisal standards: Principles of 
Appraisal Practice & Code of Ethics and Definitions, 
Concepts and Principles of Appraisal Practice.
Also, there are nationally accepted appraisal cer­
tification programs in the appraisal profession. The 
American Institute of Real Estate Appraisers grants 
certification to individuals who practice real estate 
appraisal—the MAI designation. It requires educa­
tion, experience, a structured series of programmed 
course work, and a comprehensive examination.
The American Society of Appraisers grants cer­
tification—the ASA—to individuals in several 
appraisal disciplines, including real estate ap­
praisal, equipment appraisal, and business valua­
tion, inter alia. This certification program requires 
academic credentials, five years of full-time ap­
praisal experience, a rigorous interview process, 
review of demonstration appraisal reports, and the 
successful completion of a comprehensive examina­
tion on appraisal principles, theory, problems, and 
ethics.
Like CPAs, ASAs must fulfill a strictly enforced 
program of continuing professional education. Like 
CPAs, ASAs must subscribe to a well-defined set of 
categorical and specific professional standards. 
And, like CPAs, ASAs have a professional body for 
interpreting and policing these standards.
The American Society of Appraisers annually pre­
pares rosters of certified appraisers. For example, 
the Directory of Certified Business Appraisers lists all 
ASAs who are certified in business valuation. Copies 
of these directories can be obtained from the Amer­
ican Society of Appraisers, P.O. Box 17265, Wash­
ington, D.C. 20041.
Clearly, individuals who obtain such certification 
are recognized as professional appraisers. Accoun­
tants who perform valuation services on an ad hoc 
basis should realize that they will be competing 
against (in terms of clients, fees, credentials, and 
credibility) professionally certified valuation 
experts.
Many accountants are reluctant to perform 
equipment or real estate appraisals although they 
will perform business or intangible asset 
appraisals. As mentioned above, there are generally 
accepted principles for each appraisal discipline. To 
illustrate this, the established procedures regarding 
business appraisal require the synthesis of four 
methods: (1) discounted net cash flow, (2) capital 
market, (3) market data comparable, and (4) asset 
accumulation. These four approaches are described 
briefly below.
The discounted net cash flow method requires a 
forecast of annual net cash generation for a discrete 
time period (usually five or ten years). This forecast 
encompasses a revenue analysis (including units 
sold, average selling price, market dynamics), a cost 
analysis (fixed vs. variable, product vs. period, cash 
vs. non-cash), an investment analysis (including 
incremental receivables, payables, inventory, and 
capital expenditures), and a capital analysis 
(including optimal capital structure and weighted 
average cost of capital components). This last analy­
sis determines the appropriate discount rate. The 
discrete cash flow forecast is discounted to a present 
value. A residual business value is determined and 
discounted. (Frequently, the cash flow annuity in 
perpetuity technique is used.) The sum of the dis­
crete forecast and residual value—less the current 
value of the outstanding debt (if debt service was not 
considered in the forecast)—is the value of the busi­
ness.
The capital market approach values a business 
based on what astute capital market investors pay 
for comparable publicly traded companies. The first 
step is to select a sample of ten or so comparable 
public companies (i.e. same SIC code, products and 
processes, suppliers and customers, non-systematic 
risk components, etc.). Then, determine capital mar­
ket multiples (price/earnings, price/equity, price/ 
cash flow, price/assets, etc.), and apply these multi­
ples to the normalized financial data of the subject 
company. Next, synthesize the several capital mar­
ket value indicators and apply a majority control 
premium to the synthesis value. (This control pre­
mium relates to the fact that we are appraising an 
overall business entity and not the minority share 
(Continued on page 7)
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Letter to the Editor (Partner Compensation 
and Motivation)
Reading Mr. Baker's article on partner compensa­
tion and motivation in the October issue prompted 
me to think about the subject, particularly about 
how often changes should be made in compensa­
tion. It is my belief that it is better to err on the side 
of too frequent compensation reviews, rather than 
too seldom. I really can’t see any reason for not 
doing this annually.
In order to have the new compensation in effect at 
the beginning of the year, I suggest that the reviews 
take place at the end of the ninth month of the firm’s 
fiscal year. Partners should submit reports of their 
evaluations for the nine months of the current year 
and the last three months of the preceding year.
The reports should include details of each part­
ner’s personal billings—total revenue of accounts 
serviced, write ups, write downs, bad debts, adjust­
ments, clients gained and lost (and why), along with 
the fees involved. Total hours should also be 
included, and unbilled hours accounted for. Using 
microcomputers, it should be easy to account for 
unbilled time by specific category, such as recruit­
ing and public relations activities.
An important part of these reports is the partner’s 
goals for the upcoming year, and an accounting of 
whether the previous year’s goals were met or not. 
Knowing that their plans and objectives will be re­
viewed the following year to see how well they were 
carried out is a good way of keeping people on track.
As I see it, there are three essentials concerning 
partners’ compensation. The easiest part is interest 
on capital. I think the best method is to credit part­
ners with interest at current rates on their average 
capital balances. One way to establish the rate to use 
would be to ask the loan officer at the firm’s bank 
what rate the firm would have to pay on a one-year 
unsecured note.
Salary should be based principally on personal 
effort—billings, administrative time, overall hours, 
public relations activities and so on. The share of the 
profits after salaries and interest expense on capital 
should be determined by the partner’s overall con­
tribution to the firm’s profits. All other things being 
equal, I believe that if a person accounts for, say, 44 
percent of the firm’s revenues for the year, then it is 
reasonable for him or her to receive the same per­
centage of the profits.
All of this is rather off on a tangent. I really just 
intended to emphasize the need for frequent salary 
and compensation reviews rather than concentrat­
ing on formulas for setting compensation. There is 
no doubt in my mind that this will bear fruit in 
keeping people doing their best. It is just too 
easy for everyone to get in a rut, otherwise.
Regarding motivation, I can only add a few words: 
A well (or fairly) paid partner will need a lot less 
motivation than one who does not receive a fair 
share of the firm’s bottom line. □
—H.W. Martin, CPA
Rome, Georgia
What the public thinks
A survey conducted by Louis Harris and Asso­
ciates for the AICPA this summer, shows that 
CPAs and the accounting profession enjoy the 
highest reputation for ethical and moral prac­
tices of any profession.
The survey measured the attitudes of the 
general public and special groups such as 
owners and managers of small- and medium­
size businesses, top executives and audit com­
mittee members of large corporations, senior 
bank credit guarantors, attorneys, and other 
professionals who deal in financial and 
accounting matters.
The poll covered over 100 probe areas and 
shows that the leadership groups believe a 
business failure is not an audit failure, but that 
the public groups disagree. Eighty percent of 
all groups believes that the accounting profes­
sion needs to be better understood, although 
three out of four people are convinced that it is 
performing better today than it ever has in the 
past. CPAs score high marks for honesty, com­
petence, reliability, and objectivity.
The survey presented three different tax sit­
uations to find out if survey participants would 
seek help from a CPA or a tax lawyer. In all 
three situations—a tax return preparation 
problem, a tax planning problem, and ques­
tions raised by tax authorities about a tax 
return—sizable majorities opted to go to their 
CPA.
The survey also revealed that substantial 
majorities of all groups think that CPAs should 
offer their services in a number of areas, 
including computer hardware and software 
selection, general management consulting, 
educational programs, actuarial services, and 
service bureaus for record keeping. Their con­
fidence in CPAs performing these services is 
high.
A detailed report on the survey will appear 
in the December issue of the Journal of Accoun­
tancy.
Practicing CPA, December 1986
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Administrative Reviews—A Step 
Toward Practice Improvement
Administration is a vital function in every account­
ing firm, and many find that an administrative 
review can be most helpful in identifying and deal­
ing with achievement-oriented issues. Typical areas 
examined during an administrative review include 
the mechanical functions of the practice, such as 
billing procedures, report processing, staff evalua­
tion policies, and the library.
A large portion of a review team’s efforts is inev­
itably directed to the less tangible areas of firm 
administration, however. At this point, the term 
administrative review becomes a misnomer. In real­
ity, it is a management review.
I have been a member of several administrative 
review teams, and it is my observation that CPA 
firms deteriorate from within, not from outside 
competition. I have not visited a firm where lack of 
business has been the root of any problem. In most 
instances, lack of business results from not seizing 
opportunities.
An accounting firm may face challenges when the 
senior partners retirement is imminent, or when 
new partners are admitted. There is no absolute way 
to deal with either issue, although they can be han­
dled in an orderly manner that benefits all con­
cerned. Most of the firms I reviewed could be 
classified as mature—that is, the issue was retire­
ment, not the admission of new owners. The follow­
ing are two typical experiences.
The senior partners’ ball and chain
The firm has seven partners—three in the 56-to-62 
age group, one age 44 and the other three under 36. 
The three older partners founded and own 60 per­
cent of the firm, but they have not developed 
replacements for themselves. They lack confidence 
in the younger partners’ ability to “pay them out of 
future profits.”
The younger partners also have doubts about the 
continuity of the practice if it has to make large 
payments to the senior partners. On the other hand, 
the younger ones don’t think the senior partners are 
needed—they make too much money and don’t 
work hard enough. To complicate the matter fur­
ther, the partnership agreement does not have a 
legally sound non-compete clause.
In such situations, I believe one of three things 
will generally happen: (1) if the 44-year-old partner 
is a strong leader, a younger partner may leave, but 
the firm will hold together and the senior partners 
will receive something; (2) the senior partners, sens­
ing their tenuous position, will sell the firm to fund 
their retirements; (3) some of the younger partners 
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will leave, taking as many of the clients as they can, 
and start a new firm.
The younger partners may be able to buy out the 
senior partners from current earnings, but this 
could easily cause cash-flow problems. Usually, the 
younger partners are at a point in their lives where 
their personal needs are the highest (children in 
college, new houses, etc.). The added burden of fund-
Planning for senior 
partners' retirements is 
the best approach
ing withdrawing partners’ retirements may not be 
practical. This may force a sale or a merger with a 
larger firm.
Another alternative is to negotiate a retirement 
arrangement for the withdrawing partners in which 
payment is a percentage of the firm's future earn­
ings. Although this might work, it is certainly not a 
businesslike approach to the problem because it 
does not offer the security the retiring partners 
desire.
A better alternative is to plan the senior partners' 
retirements as far in advance as possible. The firm 
should set aside and invest funds to be available 
when needed. The senior partners should not share 
in the earnings from these funds in the interim or 
withdraw them.
There are several advantages to this suggestion, 
the first and foremost being a head start to buying 
out the senior partners. Also, the senior partners are 
assured of an orderly retirement, and the younger 
ones of stability for themselves and the firm.
The out-to-lunch patriarch
The above description is not necessarily that of the 
senior or managing partner; it could apply to any 
partner who has simply lost interest in the practice, 
does not produce, and seems more concerned with 
being paid and not rocking the boat. The other part­
ners realize they have a problem partner, but are 
unwilling to deal with the situation. This is likely to 
result in a crisis and in emotions that do not permit 
logical solutions. Often, there are no expulsion or 
early retirement clauses in the partnership or share­
holder agreement. And even with a model clause 
present, there are still serious challenges.
Either the out-to-lunch patriarch must be stimu­
lated to become productive, or must find interests 
outside the firm. Usually, by the time the problem is 
dealt with, the first alternative is not practical and 
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the other partners are postured to expel the unpro­
ductive one.
At one firm, while conducting an administrative 
review, I was asked to dismiss the managing partner 
who had this profile. This was not a pleasant or easy 
task for me, but it was necessary for the long-term 
well-being of the firm. Fortunately, the shareholders 
agreement had a buyout provision that was reason­
ably workable, but the problem would have been 
easier to resolve had it been addressed years earlier.
The staff needs love, too
Most management problems in accounting firms 
are people problems. The natural reaction of most 
partners to such problems is to immerse themselves 
in professional and technical tasks and hope the 
problems disappear. Unfortunately, the problems 
usually fester, and loyal staff lose confidence in and 
respect for both the firm and partners.
This is a key point. Partners must learn how to 
manage people and deal with people problems. Its 
part of the job. Based on my experiences conducting 
administrative reviews, the most successful firms 
are those that consider staff the most valuable firm 
asset, and treat their people accordingly. Partners 
must be people managers if the firm is to reach its 
optimum success. And staff must be an integral part 
of the organization team and have meaningful input 
into what the firm is planning and doing.
A method our firm has used to accomplish 
this objective is an annual staff retreat. These 
are typically of two days' duration with morn­
ings and evenings devoted to work and the 
afternoons to leisure activities. We have found 
that holding the retreat at a remote location 
with a spartan environment works best for us.
We review the prior years plans, goals and 
results, and set new goals for the coming year. 
The firm's long-term plan is also reviewed and 
discussed, and younger staff members give 
presentations on the topics that they were pre­
assigned to research.
We engage an outside speaker to give a non­
technical presentation on a "people” topic, 
such as motivation, personnel, management, 
and trends. Most accountants have little for­
mal education in these areas, although such 
skills are vital to a firm’s success.
Another way to encourage staff participation is 
through the use of attitude feedback questionnaires. 
The questions typically range from those dealing 
with firm working conditions to the adequacy of its 
management. Everyone should be required to com­
plete this form, and the results should be sum­
marized by partner, principal/manager, profes­
sional staff, and administrative staff.
Reviewed firms have found this to be a par­
ticularly effective way to evaluate staff and partner 
perceptions of the firm. Sometimes, what is 
revealed is not pleasant, such as previously 
unspoken partner differences or problems relating 
to the retention of key staff. This early and frank
Getting partners 
to discuss sensitive 
issues is essential.
assessment is helpful, however, and an important 
step toward practice improvement.
Partner communication
Substantive issues must be dealt with and all part­
ners informed about what is going on regarding 
clients and staff, etc. The time for such discussion is 
at the partner evaluation sessions.
Communication problems are usually identified 
during an administrative review because each part­
ner and selected staff is interviewed by the review 
team, which can often facilitate discussion between 
partners on sensitive issues.
Model partnership agreements, planning and 
funding for retirements, staff counseling, and 
motivation are necessities for today's accounting 
firms. And many will find that an outside admin­
istrative review team can identify and address their 
weaknesses and problems in these areas while they 
are in the embryo stage.
In the final analysis, I am confident that any local 
firm will find an administrative review to be one of 
the most valuable experiences it can receive for 
itself and its clients. □
—by Philip D. Neville, CPA 
Greeley, Colorado
Editor’s note: Practitioners who are interested in a 
review of their administrative procedures might like to 
consider the AICPA’s local firm practice management 
consultation program. This is an intensive two-day 
review by two practitioners who are closely involved in 
the management of their own firms and can help iden­
tify strengths and weaknesses in areas such as firm 
organization, operations, personnel administration, 
and practice development. The cost is $1,700, which 
covers all direct expenses of the consultation.
For further information, contact David McThomas 
at the Institute: (212) 575-6439.
Practicing CPA, December 1986
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The AICPA Centennial Logo
The centennial logo on page 2 of the Practicing CPA 
will appear on this and other Institute publications 
and materials during the centennial year. You might 
be interested in how the logo was developed and 
what it represents.
Working with a leading graphics design firm to 
develop a suitable logo, the AICPA centennial public 
relations committee requested an abstract symbol 
that would become readily identifiable with the 
accounting profession. The committee wanted 
something bold, modern, forward looking, and in 
keeping with a century of progress in accounting— 
the centennial theme.
This design was selected because it reflects pro­
gress and the upward movement of the CPA profes-
A Centennial Gift 
for Clients and Colleagues
A special centennial edition of the 1987 AICPA 
pocket calendar is available to Institute mem­
bers. Containing short historical messages 
regarding the profession, and the dates and 
locations of AICPA conferences, the calendar 
has a sturdy grey suede cover, maroon imprint­
ing, and features the AICPA centennial logo.
The calendars can be purchased for $3.00 
each ($2.50 each for orders of ten or more) from 
the AICPA order department, P.O. Box 1003, 
New York, N.Y. 10108-1003. Telephone: (212) 
575-6426.
sion. The four white rays that converge in the center 
of the logo symbolize two things: four quarter cen­
turies of the professions history, four membership 
segments—CPAs in public practice, industry, gov­
ernment, and education. The center of the logo, 
where the four rays converge, represents the unity of 
the CPA profession—members working together in 
the public interest and contributing to the profes­
sions progress.
The logo points upward to the future, and was 
placed atop the theme "AICPA 100" and "A Century 
of Progress in Accounting." The colors chosen, red, 
white, and blue, (and used where possible) tie in 
with the national scope of the profession. □
QUESTIONS FOR THE SPEAKER
Q A participant at an AICPA practice manage­
ment conference asks, "How do you motivate 
staff to work past 5:30 p.m.?"
A" With great difficulty," is the response of many practitioners, who add, however, that overtime 
is necessary on occasion, particulary during tax 
season.
"Our regular office hours are the same during tax 
season as the rest of the year," says Jerry W. Jackson, 
a Bluefield, West Virginia, CPA. "We stress the 
importance of team work and the timely completion 
of the client's work. Everyone is informed of the need 
for considerable overtime during the tax season, 
and occasionally at other times during the year.”
Mr. Jackson says that whenever several staff mem­
bers are on the same engagement, they are encour­
aged to decide how much overtime they will work in 
order to complete it in a timely manner. He says that 
some people prefer to start at 5:00 a.m., as opposed 
to working past 5:00 p.m. The firm finds this 
arrangement works well, though, when the par­
ticular staff members do not need close supervision.
The firm compensates lower-level staff at straight 
time or gives compensatory time off for the extra 
hours worked. The flexibility in overtime hours this 
arrangement permits and an occasional reminder 
to staff that certain deadlines are beyond the firms 
control are effective motivators.
"Two factors work for us," responds Carol S. 
Dehaven, a Springfield, Missouri, practitioner. Ms. 
Dehaven says that, first, the firm tries to minimize 
the need for late hours through workload schedul­
ing. When a project cannot be completed within 
regular work hours, the firm tries to have staff 
understand the reasons for the overtime and, in 
general, to accept the common goal of delivering a 
needed project to the client on time. Working for 
goal congruency is a major part of the firms 
approach, she adds. The second factor that the firm 
believes is helpful is its policy of moderate compen­
satory time-off to permit staff members to recoup 
some of the personal time given up.
Richard A. Berenson, who practices in New York 
City, believes in recognizing dedication, con­
centration and enthusiasm on the part of staff. Mr. 
Berenson says that people who demonstrate these 
qualities advance to higher positions. In order to 
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demonstrate these qualities, he believes, one would 
tend to often work past 5:30 p.m. The resulting 
rewards motivate staff.
Some practitioners think it is a misconception 
that people employed in public accounting work 
longer hours than people in other professions or 
fields of endeavor. They say that this misconception 
has negative connotations, particularly when 
recruiting, and should be corrected. It is a fact of 
life, many believe, that one of the prices of success is 
long hours of work and commitment. The forty-hour 
work week and success in any endeavor are simply 
not compatible.
Panelists at practice growth and marketing semi­
nars often remind participants that constantly tell­
ing others outside the profession of their long work 
hours and of how busy they are can be costly. Practi­
tioners who do this make clients and friends reluc­
tant to send them referrals for fear of overloading 
them still more.
When young staff members are hired, it is sug­
gested, they should be told that there will inevitably 
be some long work days but that nearly every indus­
try has a similar rush season. New staff should also 
be told about the personal and financial rewards the 
CPA profession can offer, and that demands are 
placed on the time of all people who want to succeed 
in business or a profession.
As one practitioner says, "Perhaps we should 
admit that our hours are long and our work is 
demanding, but point out that this is no different 
from what clients experience in their own profes­
sions and businesses. The price of success for every­
one is still hard work.” □
Valuation (continued from page 2)
interests that trade on the capital markets.) The 
adjusted synthesis value is the value of the business.
Market data comparable procedures value a busi­
ness based on actual sales transactions of compara­
ble firms. This necessitates selecting a sample of 
comparable businesses that have been sold in the 
recent past. To do this, the appraiser must have 
access to a source of transactional data regarding 
actual mergers, acquisitions, divestitures, and ini­
tial public offerings. To select comparable firms, the 
same criteria apply as in the capital market 
approach. The next step is to quantify a multiple of 
purchase price to owners' equity (or to annual reve­
nues or to total assets) for each purchase transac­
tion, and then to calculate the average price/equity 
(or revenues or assets) multiple for the sample of 
transactions. This multiple is then applied to the 
equity (or revenues or assets) of the subject firm. 
Since market transactions reflect a control pre­
mium, this derived value is the value of the business.
Asset accumulation (build-up) is an indirect but 
frequently preferred method of business valuation. 
It requires identifying and appraising all of the cur­
rent assets (except for cash, the appraised values of 
these assets rarely equal their historical values) and 
identifying and appraising all of the tangible real 
and personal property. The next (and most difficult) 
step is to identify and appraise all of the intangible 
assets (e.g., leasehold interests, patents, licenses, 
proprietary technology, customer/supplier/ 
employee contracts, trademarks and trade names, 
goodwill, to name a few). The value of all liabilities 
should then be determined.
The value of the business is the difference of the 
sum of the appraised values of all assets and the sum 
of the current values of all liabilities. To perform 
this approach, the appraiser must be familiar with 
the techniques of fixed asset appraisal.
The trained and certified appraiser will certainly 
use all four approaches to arrive at a synthesis of 
value. And this brief description of methodology 
ignores the more complex aspects of business valua­
tion, such as fractional interests, convertible 
securities, warrants and rights, discounts for minor­
ity blocks/lack of marketability/cost of an initial 
public offering, and premiums for majority blocks.
Accountants who provide appraisal services 
should be aware that their conclusions will fre­
quently be subject to close scrutiny (and profes­
sional challenge) by administrative, judicial, or 
regulatory agencies. At Touche Ross Valuation Engi­
neering and Appraisal Services, approximately 80 
percent of our appraisal practice is tax oriented. 
Therefore, our appraisal reports are frequently 
scrutinized by IRS revenue agents, gift and estate 
tax examiners and engineers, and by state and local 
property tax assessors. To withstand this level of 
contrarian scrutiny, the appraisal analyses must be 
rigorous and comprehensive, the appraisal reports 
must be thoroughly documented (in accordance 
with professional standards), and the appraisals 
must be performed by individuals with impeccable 
professional credentials.
In addition, CPAs should realize that they will 
likely be called upon as expert witnesses in litiga­
tion proceedings. These litigation proceedings may 
involve divorce, tax court, condemnation, tortious 
damages suits, minority shareholder rights, bank­
ruptcy, and property tax cases. To appear as an 
expert witness, first the appraiser has to be 
"qualified" before the court.
Practicing CPA, December 1986
8 Practicing CPA, December 1986
The accountant practicing appraisal services 
should anticipate the following questions during 
the “qualification” process: What is your specific 
appraisal training? Do you have a degree in 
appraisal sciences? How many years have you been 
practicing as an appraiser? What appraisal licenses 
and certifications do you hold? What professional 
appraisal organizations do you belong to? How 
many appraisal seminars, institutes, or programs 
have you attended during the last year?
The accountant/expert witness should be aware 
that the opposing legal counsel will not only ques­
tion his professional qualifications, but will also 
inquire as to whether the appraisal was performed 
in accordance with generally accepted appraisal 
standards. The expert should be intimately familiar 
with what constitutes these standards. The 
appraiser should be aware that the opposing side 
has likely also hired an expert. And the accountant/ 
expert should be prepared for the opposing expert 
to be a professionally trained and certified 
appraiser.
In conclusion, there is a well-established 
appraisal profession with generally accepted stan­
dards and professional certifications. There is cer­
tainly plenty of room in this profession for 
accountants who want to dedicate themselves to it. 
The quantitative and analytical skills of CPAs are 
excellent building blocks—when combined with 
years of professional training, experience, and 
apprenticeship—for a career in the appraisal pro­
fession. The purpose of this article is not to dis­
courage accountants from dedicating their careers 
to appraisal practice, but rather to offer caveats to 
accountants who want to practice valuation as a 
part-time, sporadic, secondary business.
Valuation services are within the scope of practice 
of public accounting firms. However, these services 
should be offered only if the practitioners employ 
the same professional standards and practices (e.g., 
training and supervision, skills and competence, 
peer review, etc.) in their valuation engagements 
that they do in their accounting, auditing, and taxa­
tion engagements. With training, experience, and 
dedication, accounting professionals surely can 
become valuation professionals. As in any engage­
ment requiring mastery of a specialized body of 
knowledge and adherence to established standards 
and practices, professional valuations require valu­
ation professionals. □
—by Robert F. Reilly, CPA, ASA 
Chicago, Illinois
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